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COMMONWEALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * * *  

I n  the Matter of: 

NOTICE TO ADJUST RATES BY 1 
LYDA GAS COMPANY, INC. ) CASE NO. 7942 

O R D E R  

On Augus t  2 0 ,  1980, Lyda G a s  Company, I n c .  ( A p p l i c a n t ) ,  

a gas d i s t r i b u t i o n  u t i l i t y  s e r v i n g  33 r e s i d e n t i a l  a n d  commercial 

customers i n  E l k h o r n  C i t y ,  Ken tucky ,  f i l e d  a n  A p p l i c a t i o n  w i t h  

t h e  Commission r e q u e s t i n g  a n  i n c r e a s e  i n  i t s  rates c h a r g e d  f o r  

gas s e r v i c e  t o  be e f f e c t i v e  o n  and a f te r  September 15, 1980. 

T h e  proposed rates would produce a d d i t i o n a l  a n n u a l  r e v e n u e  of 

$4,770, wh ich  t h e  A p p l i c a n t  s t a t ed  w a s  n e c e s s a r y  t o  improve  i ts 

f i n a n c i a l  pos i t i on  a n d  h e l p  meet t h e  demands fo r  improved  o p e r a t i o n s  

and  s a f e t y  r e q u i r e m e n t s .  

To d e t e r m i n e  the r e a s o n a b l e n e s s  of t h e  reques ted  ra tes ,  

t h e  Commission, i n  O r d e r s  dated Augus t  2 1  and  September 9, 1980, 

s u s p e n d e d  t h e  p r o p o s e d  ra tes  f o r  a period of f i v e  (5) months  o n  

and a f t e r  t h e  effective da te  and set a p u b l i c  h e a r i n g  t o  be h e l d  

October 8 ,  1980. The h e a r i n g  was h e l d  as s c h e d u l e d  w i t h  t h e  

A t t o r n e y  G e n e r a l ' s  D i v i s i o n  of Consumer I n t e r v e n t i o n ,  t h e  o n l y  

p a r t y  i n t e r v e n i n g  i n  t h e  m a t t e r ,  b e i n g  p r e s e n t .  A t  t h e  c o n c l u s i o n  

of t h e  h e a r i n g ,  t h e  m a t t e r  w a s  s u b m i t t e d  to t h e  Commission for 

f i n a l  d e t e r m i n a t i o n .  

The  Commission af ter  c o n s i d e r a t i o n  of a l l  t h e  e v i d e n c e  of 

record and b e i n g  adv i sed  is  of t h e  o p i n i o n  and  F I N D S :  

(1) T h a t  for purposes of t e s t i n g  t h e  r e a s o n a b l e n e s s  

of t h e  p r o p o s e d  rates, t h e  twelve month per iod  

e n d i n g  J u n e  30, 1980 h a s  been  adopted as t h e  test 

pe r iod  i n  t h i s  m a t t e r .  Pro forma a d j u s t m e n t s .  

w h e r e  f o u n d  f a i r ,  j u s t  and  r e a s o n a b l e ,  h a v e  b e e n  

i n c l u d e d  t o  more c l e a r l y  reflect c u r r e n t  o p e r a t i n g  

c o n d i t i o n s .  



(2) T h a t  t h e  A p p l i c a n t ' s  N e t  I n v e s t m e n t  i n  p r o p e r t y  

d e v o t e d  t o  publ.ic service RR of Junc 30, 1980, 1~1: 

Gas P l a n t  in S e r v i c e  
Cash  Working C a p i t a l  

Subtot a1 

$ 1 7 , 2 7 1  

$18,075 
804(') 

Less: Accumula ted  Depreciation 
Net I n v e s t m e n t  

(3) T h a t  A p p l i c a n t ' s  C a p i t a l i z a t i o n  at t h e  e n d  of t h e  

test p e r i o d  is: 

Notes P a y a b l e  $2,000 
Common E q u i t y  

( 4 )  T h a t  t h e  e s t i m a t e d  t i m e  f a c t o r  u s e d  t o  d e t e r m i n e  t h e  

l e g a l  a n d  e n g i n e e r i n g  c o n s u l t a n t s '  r a te  case fees 

w a s  o v e r s t a t e d  and s h o u l d  be r e d u c e d  t o  a t o t a l  of 

t h i r t y  two (32) h o u r s ( 2 )  rnakjng t o t a l  ra te  case 

e x p e n s e s  $1,650. 

(5) T h a t  a t h r e e  y e a r  a m o r t i z a t i o n  p e r i o d  for rate case 

e x p e n s e s  is f a i r  and e q u i t a b l e  t o  t h e  customers of 

t h e  Company a n d  more c l e a r l y  ref lects  the ra te  case 

h i s t o r y  of Lyda Gas. 

(6) T h a t  t h e  proposed d e p r e c i a t i o n  r a t e  of 10% o n  m e t e r s  

is excessive and d o e s  n o t  r e f l e c t  a n  a c c u r a t e  estimate 

of t h e  u s e f u l  l i f e  of a gas m e t e r .  

(7 )  T h a t  a more r e a s o n a b l e  d e p r e c i a t i o n  rate for gas 

m e t e r s  is a p p r o x i m a t e l y  3-1/3% or a u s e f u l  l i f e  of 

t h i r t y  (30) y e a r s ,  wh ich  r e d u c e s  A p p l i c a n t ' s  a d j u s t -  

ment by $136 from $206 t o  $70. 

( 8 )  T h a t  the purchased gas cost a d j u s t m e n t ,  by contract,  

is b a s e d  on  t h e  i n c r e a s e  g r a n t e d  i n  t h i s  c a s e ,  

b e i n g  10% of t h e  t o t a l  gran t  h e r e i n  o r  $428. 

(9 )  Thnt  A p g l f c a n t ' s  a c t u a l  Net O p e r a t i n g  Loss a t  J u n e  30, 

1980 w a s  $947 a n d  o n  a pro forma b a s i s ,  f o l l o w i n g  t h e  

Commission's a d j u s t m e n t s  to Applicant's pro forma 

s t a t e m e n t  o u t l i n e d  a b o v e ,  the o p e r a t i n g  d e f i c i t  was 

$3,613. 

(1) 1/8 of Operation and Maintenance E x p e n s e s  less P u r c h a s e d  Gas. 
( 2 )  Cross e x a m i n a t i o n  a t  h e a r i n g  of O c t o b e r  8 ,  1980. 
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(10) T h a t  a f a i r ,  j u s t  a n d  r e a s o n a b l e  r e t u r n  o n  App l i -  

c a n t ' s  i n v e s t m e n t  i n  i ts u t i l i t y  opera t ions  is 13.5% 

i n  t h a t  it w i l l  a l l o w  Lyda G a s  t o  pay  i t s  o p e r a t i n g  

e x p e n s e s ,  service i ts  d e b t  and p r o v i d e  a r e a s o n a b l e  

s u r p l u s .  

(11) T h a t  based on  t h e  r e t u r n  f o u n d  f a i r ,  test  p e r i o d  

operations r e s u l t  i n  a n e t  o p e r a t i n g  income d e f i -  

c i e n c y  of $4 ,177 .  (3) 

(12) T h a t  t h i s  d e f i c i e n c y  a d j u s t e d  fo r  t a x e s  would c a u s e  

a n  a d d i t i o n a l  r e v e n u e  r e q u i r e m e n t  of a p p r o x i m a t e l y  

$4,280,  a n d  is t h e  amount of a d d i t i o n a l  r e v e n u e  

g r a n t e d  h e r e i n .  

(13) T h a t  t h e  rates a n d  charges set o u t  i n  Appendix "A" 

a t t a c h e d  h e r e t o  and made a p a r t  h e r e o f  w i l l  p r o d u c e  

gross  a n n u a l  r e v e n u e s  i n  t h e  amount of $9,665 and 

are t h e  f a i r ,  j u s t  a n d  r e a s o n a b l e  ra tes  f o r  t h e  

A p p l i c a n t  t o  c h a r g e  f o r  gas s e r v i c e  i n  t h a t  t h e y  

w i l l  p r o d u c e  r e v e n u e s  s u f f i c i e n t  t o  p e r m i t  it t o  

p a y  its o p e r a t i n g  e x p e n s e s ,  s e r v i c e  i ts deb t ,  a n d  

p r o v i d e  a r e a s o n a b l e  s u r p l u s  f o r  e q u i t y  growth. 

( 1 4 )  T h a t  t h e  ra tes  p r o p o s e d  by t h e  A p p l i c a n t  i n  t h i s  

case are u n f a i r ,  u n j u s t ,  a n d  u n r e a s o n a b l e  i n  t h a t  

t h e y  p r o d u c e  gross a n n u a l  r e v e n u e s  i n  e x c e s s  of 

$9,665 a n d  s h o u l d  be d e n i e d .  

I T  IS THEREFORE ORDERED, t h a t  t h e  ra tes  s o u g h t  by  Lyda G a s  

Company, I n c .  be and  t h e  s a m e  are h e r e b y  d e n i e d .  

I T  IS FURTHER ORDERED, t h a t  t h e  rates set out i n  at tached 

Appendix "A" are h e r e b y  a p p r o v e d  f o r  gas service r e n d e r e d  by Lyda 

G a s  Company, I n c .  o n  a n d  a f t e r  t h e  da t e  o f  t h i s  Order.  

IT  IS FURTHER ORDERED, t h a t  t h e  A p p l i c a n t  s h a l l  f i l e  

w i t h  t h i s  Commission w i t h i n  t h i r t y  (30) days from t h e  d a t e  of' 

(3) $4 ,181  x 13.5% = $564 + $3,613 zs $4 ,177 .  
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9 
this Order its r e v i s e d  t a r i f f  sheets s e t t i n a  out the rates  approved 

herein. 

Done at Frankfort, Kentucky, this the 20th day of October, 
1980. 

ENERGY &G%ATORY. COMMISSION 

ATTEST : 

Secretary 
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APPENDIX "A" 

APPENDIX TO AN ORDER OF THE ENERGY REGULATORY 
COMMISSION I N  CASE NO. 7942 DATED October 20 ,  1980 

The f o l l o w i n g  rates  and c h a r g e s  are p r e s c r i b e d  for t h e  

cus tomers  i n  t h e  area s e r v e d  by Lyda Gas Company, I n c .  A l l  

o t h e r  rates and c h a r g e s  n o t  s p e c i f i c a l l y  ment ioned h e r e i n  s h a l l  

remain t h e  s a m e  as t h o s e  i n  effect under t h e  a u t h o r i t y  of t h e  

Commission prior t o  the date of this Order.  

G a s  S e r v i c e  

R a t e :  

A l l  over 2 m c f  per month $ 3 . 6 3  p e r  mcf 

Minimum B i l l :  

F i r s t  2 m c f  or leFs $5.00 per month 


